INTERNATIONAL 
Financial News Survey 


Vol. XI, No. 5 . 


INTERNATIONAL MONETARY FUND , 


August 1, 1958 


Par Value for Sudanese Pound 


The International Monetary Fund announced on 
July 24 the establishment of the initial par value for the 
Sudanese pound at US$2.87156 per Sudanese pound, 
the rate proposed by the Government of the Republic 
of the Sudan. The parities for the Sudanese pound in 
terms of gold and in terms of the U.S. dollar of the 
weight and fineness in effect on July 1, 1944 are as 


Europe 


EPU Settlements for June 1958 


The settlement operations of the European Payments 
Union for June 1958 covered a total of net surpluses of 
146.0 million units of account and a total of net deficits 
of 144.5 million units, the difference between total sur- 
pluses and total deficits representing the amount of inter- 
est paid to or by the Union; the total of net surpluses 
or deficits for May was 145.0 million units, and for 
April, 91.3 million units (1 unit of account—US$1). 


Net Surpluses (+) or Deficits (-—) in EPU 
(In millions of units of account) 
Apr. May 
1958 1958 
Creditor countries 

Germany, Fed. Rep. 
Belgium-Luxembourg +33.6 
Netherlands +12.5 +27.7 
Sweden -4.9 +9.0 
Austria -6.4 —0.2 
Greece +3.7 +5.6 


+21.7 +70.2 


+23.5 


Countries which are neither creditors 
nor debtors of the EPU 
Portugal —5.2 —0.4 
Switzerland -7.5 —4.7 
Debtor countries 
Iceland — +0.1 -1.0 
Italy +14.1 +8.9 +8.5 
Turkey —0.6 —4.3 -3.9 
Denmark —0.1 —6.0 +7.2 
Norway -7.0 -98 -11.4 
United Kingdom +58 -35.5 -70.2 
France -58.3 -766 -46.8 


The net surpluses and deficits of the EPU member 
countries for April, May, and June 1958 are shown in 
the accompanying table. Creditor countries are pre- 
sented in descending order and debtor countries in 
ascending order of their respective claims or debts 


follows: 2.55187 grams of fine gold per Sudanese 
pound; 12.1885 Sudanese pounds per troy ounce of fine 
gold; 0.348242 Sudanese pound per U.S. dollar; 
287.156 U.S. cents per Sudanese pound. 


Source: International Monetary Fund, Press Release, 
Washington, D.C., July 24, 1958. 


vis-a-vis the EPU after the completion of operations 
for June. 

The surplus of the Federal Republic of Germany 
was larger in June than in May because of interest pay- 
ments by the Union (14.5 million units) and repayments 
by foreign governments of credits received from German 
banks last fall (26 million units). On the other hand, 
the surplus of Belgium-Luxembourg decreased; and the 
Netherlands had a deficit, in contrast to surpluses in 
the immediately preceding months. Among the debtor 
countries, the deficit of the United Kingdom was larger, 
and that of France was smaller, than in May. 


Sources: Organization for European Economic Co- 
operation, Press Release, Paris, France, 
July 17, 1958; Neue Ziircher Zeitung, Ziirich, 
Switzerland, July 23, 1958. 


U.S. Capital for ECCS 


The allocation of $50 million raised in a recent 
offering of bond and serial notes in New York was 
announced in Luxembourg on July 25 by the High 
Authority of the European Community for Coal and 
Steel (ECCS). Of the total, $28 million has been 
allocated to coal mining, $19 million to the steel indus- 
try, and $3 million to the improvement of iron-ore 
mining. German enterprises will receive $28 million, 
French enterprises $13.5 million, and Italian and Bel- 
gian concerns $8.5 million. Twenty-year credits, which 
amount to $45 million, will carry interest at 5% per 
cent, and credits up to five years, at 5 per cent. 
Source: European Community for Coal and Steel, In- 

formation Office, Washington, D.C., Press 
Release, July 25, 1958. 


Sterling Exchange Rates 

The disturbance in the Middle East seems to have 
affected sterling much less severely than might have 
been feared. It was reported that, in the week ended 
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July 19, the Exchange Account had to give support in 
the official market against the U.S. dollar and the 
deutsche mark, but the amounts involved do not appear 
to have been very large. Since the Middle East crisis 
occurred at the season of sterling’s commercial weak- 
ness, the resistance has been interpreted as an indication 
of underlying confidence in the pound. During the 
week ended July 26, sterling moved upward, regaining 
most, but not all, of its losses: the official rate against 
the dollar rose from $2.80 to $2.80, and transferable 
sterling rose from $2.77 to $2.77. Rates against the 
main continental currencies continue near the lower 
support points. The lack of serious speculation against 
sterling is reflected in the forward markets: the discount 
on three months’ sterling against the dollar fell slightly 
during the week, to around 2 cents—though the sharp 
rise in the London bill rate together with the fall in 
the U.S. rate would have justified a rise. In the gold 
markets, the dollar price rose to a new peak of 
$35.13%2, though the London price fell back in con- 
formity with the rise in sterling. 

There was also a recovery in the gilt-edged market. 
Total applications at the tender on July 25 for Treasury 
Bills were almost back to the previous peak, possibly 
as a result of overseas interest in this form of invest- 
ment; for example, some leading German commercial 
banks are reported to have invested a significant amount 
in U.K. Treasury Bills for the first time in several years. 
In the light of this, it is perhaps not surprising that the 
average rate at the tender fell to £4 3s. 2.26d., after 
rising to £4 4s. 11.39d. on July 18. 

Sources: The Economist and The Times, London, 
England, July 26, 1958. 


Hire-Purchase Finance in United Kingdom 


The £4 million equity investment that Barclays Bank 
is making in United Dominions Trust is a major land- 
mark in the history of both the hire-purchase finance 
companies in the United Kingdom and the London 
clearing banks. Although a number of U.S. and Com- 
monwealth banks—particularly in Australia—have in- 
terested themselves in hire-purchase finance, this is the 
first association of a London bank and a hire-purchase 
company. Indeed, the only previous connection in the 
United Kingdom was in 1954, when the Commercial 
Bank of Scotland acquired interests in the hire-purchase 
subsidiaries of Scottish Motor Traction. An investment 
such as Barclays’ would not have been possible before 
the new principles were laid down for the Capital Issues 
Committee at the beginning of July, when the credit 
squeeze was relaxed (see this News Survey, Vol. XI, 
p. 10). 


Source: The Times, London, England, July 25, 1958. 
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Renewal of EPU Credits to France 


At the end of January 1958, in combination with 
financial facilities extended by the International Mone- 
tary Fund and by the U.S. Government, France received 
a credit of 250 million units of account (1 unit of 
account=US$1) from the Organization for European 
Economic Cooperation through the European Pay- 
ments Union (see this News Survey, Vol. X, p. 241). 
This credit was made available partly by way of a 
rallonge extending France’s EPU settlement facilities 
by 400 million units, on a 75 per cent gold, 25 per 
cent credit basis, and partly by a special credit of 150 
million units which France could use instead of gold 
in its EPU settlements. However, France was permitted 
to draw only 80 million units from the special credit 
during the first half of 1958, and authorization of the 
OEEC Council was required for use of the credit in 
the second half of the year. At the end of June 1958, 
the unutilized part of the OEEC credit facilities 
amounted to 108 million units—i.e., 38 million corre- 
sponding to the credit part of the rallonge and 70 mil- 
lion from the special credit. 

On July 22, the OEEC Council authorized France 
to use during the second half of 1958 the unutilized 
part of the credit facilities (see this News Survey, 
Vol. XI, p. 9). At the same time, it noted with satis- 
faction the measures already taken by France to elim- 
inate its balance of payments deficit, and it expressed 
the hope that the French Government would be able to 
pursue its efforts so that liberalization of its imports 
would soon be restored. 

Sources: Le Monde, Paris, France, July 23, 1958; La 
Libre Belgique, Brussels, Belgium, July 23, 
1958. 


Housing Construction in France 


The French Minister of Construction has stated that, 
since 1946, 350,000 totally destroyed dwellings have 
been rebuilt, 800,000 others have been repaired, and 
1,367,000 new dwellings have been constructed. The 
number of new dwellings built per year increased from 
84,000 in 1952 to 274,000 in 1957, but a greater 
effort and a long-term policy are still needed to rectify 
a situation that had resulted from the neglect in the 
last 40 years. 

To stimulate construction, the Government intends to 
accelerate the liquidation of war damage claims. Claims 
totaling F 667 billion remain to be settled, and the 
Government is seeking additional appropriations in 
order to settle definitively 150,000 claims still under 
examination. 

The Government also wants to simplify the complex 
administrative procedures that delay construction. In 
general, government-financed construction should be 
decreased, while construction financed by private capital 
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should be increased. Priority should be given to the 
construction of rentable, rather than of salable, dwell- 
ings. The Government will take measures to end 
speculation in the field of housing and will propose a 
lowering of the transfer taxes, so that an apartment can 
be sold as easily as a car. 


Source: Le Monde, Paris, France, July 25, 1958. 
Netherlands Bank Reserves 


The Nederlandsche Bank has raised the cash reserve 
ratio from 7 per cent to 8 per cent as from June 22. 
The ratio had been raised from 6 per cent (see this 
News Survey, Vol. X, p. 306) to 7 per cent on May 22. 
The latest change will require the banks to hold an 
average balance at the Nederlandsche Bank of about 
f. 450 million, approximately f. 50 million more than 
previously. 

Source: De Maasbode, 
June 21, 1958. 


Interest Rates in Switzerland 


During the winter of 1957-58, 4% per cent was 
maintained as the long-term interest rate in Switzerland. 
In April and May, however, loans were generally 
offered at 4% per cent, and for certain public bodies, 
at 4 per cent. The average yield on federal bonds, which 
had risen from 3.80 per cent at the end of May 1957 
to 3.93 per cent in September, was 3.20 per cent at the 
end of May 1958. Several cantonal banks reduced the 
rate on their certificates from 4 per cent to 3% per cent. 
Mortgage rates have continued to rise, but this is 
explained by the fact that mortgage rates had been 
artificially held down during part of 1957. 

New issues of shares and bonds in the first four 
months of the year, which had amounted to Sw F 406 
million in 1956 and Sw F 346 million in 1957, fell to 
Sw F 281 million in 1958. Swiss loans offered to the 
public during the same three periods totaled Sw F 569 
million, Sw F 535 million, and Sw F 435 million, 
respectively. The issues planned for the rest of 1958 
are, however, both numerous and large. 


Source: Swiss Bank Corporation, Bulletin, No. 63, 
Basle, Switzerland, June 1958. 


Economic Trends in Scandinavian Countries 


The course of economic development in the Scandi- 
navian countries has been strikingly uneven in the last 
six years. As shown by the accompanying table, the 
year-by-year changes in real national product were 
marked in Denmark and Finland, ranging from an 
increase of 9 per cent to a decrease of | per cent. In 
Sweden and Norway, the yearly fluctuations were much 
less. However, the average rate of change over the 
six-year period was much the same for Finland, Nor- 
way, and Sweden; for these countries, the national 
product increased by an average of 3.4, 3.4, and 3.7 


Rotterdam, Netherlands, 


per cent per annum, respectively. In Denmark, on the 
other hand, the average increase was 2.4 per cent. 


Annual Percentage Increase or Decrease (—) in 
Real National Product 


Denmark Finland Norway Sweden 
1952 0.5 -1 3 2 
1953 6 1.5 2 4 
1954 2 9 5 5 
1955 0 3 4 
1956 1.5 4.5 3.5 
1957 4.5 3 3.5 


The disparities can be explained in part by the varia- 
tions in the countries’ foreign trade experiences. Fin- 
land and Denmark were subject the most to strains in 
their goods and services accounts, and at times they 
were obliged to resort to restrictive measures, in order 
to protect their foreign exchange reserves. That entailed 
a damping down of economic activity, with the result 
that the increase in production was less than might have 
been achieved with the productive resources that were 
available. 

There were no striking differences in the trend of 
consumer prices in the four countries during the period. 
The average rate of increase was much the same in 
Finland, Norway, and Sweden; in Denmark, prices rose 
somewhat more slowly. The most marked increases 
occurred in Finland in 1956 and 1957. 


Source: Svenska Dagbladet, Stockholm, 
June 19, 1958. 


Danish Monetary Policy 

The National Bank of Denmark started on June 11 
to issue three-month Deposit Receipts bearing interest 
of 2% per cent. (These Receipts had earlier been 
described, less accurately, as “loan certificates”; see 
this News Survey, Vol. X, p. 387.) They are issued 
each Wednesday, at a rate announced the previous day 
together with the National Bank’s foreign exchange 
quotations. On July 9, the interest rate was raised to 
2% per cent. The amount of Deposit Receipts so far 
issued has not been officially disclosed, but it is believed 
to be something like DKr 75 million (US$10.9 million). 

The Ministry of Housing announced on July 15 a 
reduction from 6 per cent to 5% per cent in the rate 
of interest charged on loans granted by the Government 
after that date for house building. Bgrsen writes that 
the background for the reduction is the fall of about 
1 per cent that has taken place in the level of free market 
interest rates. 
Sources: Bgrsen, Copenhagen, Denmark, July 11 and 

15, 1958. 


Cost of Living and Wages in Norway 

The Norwegian Central Statistical Bureau’s cost of 
living index (1949=100) rose from 159.2 as of May 15 
to 160.4 as of June 15. According to the three-year 


Sweden, 
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wage agreement reached last winter between the trade 
unions’ central organization and the employers’ associa- 
tion, negotiations for an adjustment in wages could be 
called for if the index should rise more than 7 points 
above 153, the level reached in December 1957. Nego- 
tiations therefore were started on July 21, with the trade 
unions requesting full compensation for the rise in the 
cost of living index, i.e., an increase of some 4-5 per 
cent. Since the employers’ association refused to grant 
such an increase, the negotiations were broken off, and 
the Government's arbitrator called for compulsory nego- 
tiations to start on July 25. 

The negotiations affect directly some 220,000 union 
members. However, the outcome of the negotiations 
will, as usual, set the pattern for similar agreements 
affecting many other groups, among them about 100,000 
civil servants. 

Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, July 24, 1958. 


Bank Advances in Sweden 

Total advances of commercial banks in Sweden rose 
by SKr 358 million (US$69 million), or 3.4 per cent, 
from November 1957 to May 1958, according to a 
survey by the Association of Swedish Banks. The 
increase exceeded those in the same periods in 1956-57 
and 1955-56 when the increases were SKr 203 million 
and SKr 72 million, respectively. 

The largest increase—SKr 149 million, or 6.8 per 
cent—was in advances to industry; advances for trade 
and service activities increased by SKr 85 million, or 
3.4 per cent. Total advances to the housing sector rose 
by SKr 28 million; short-term construction loans rose 
by SKr 112 million, or 9.4 per cent, but long-term 
building loans decreased by SKr 84 million, or 3.3 
per cent. 

As far as industry is concerned, the survey says, the 
rise in the volume of advances is partly of a seasonal 
character, although there is reason to believe that the 
increasing competition on the export market and the 
slowing down of activities at home may also have been 
instrumental. 

Over the three-year period May 1955 to May 1958, 
total bank advances fell by nearly 3 per cent, or 
SKr 319 million. When the 16 per cent increase in 
prices during the same time is taken into account, this 
means a considerable decrease in real advances. While 
advances to industry, trade, and transport remained 
practically unchanged during the period, advances to 
the housing sector decreased by SKr 107 million, or 
nearly 3 per cent. At the same time, however, the 
commercial banks’ indirect financing of the housing 
sector through mortgage bonds increased. If these 
holdings are included, total advances to the housing 
sector rose during the period January 1955 to Janu- 
ary 1958 by about SKr 1,200 million, or about 20 per 
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cent. The commercial banks’ holdings of government 
securities increased during the same period by more 
than SKr 1,000, million, or about 33 per cent. 


Source: Svenska Dagbladet, Stockholm, 
June 26, 1958. 


Sweden, 


Economic Situation in Finland 


The present recessive tendencies in the world econ- 
omy have so far affected Finland’s foreign trade to only 
a very small extent, according to the latest quarterly 
survey issued by the Finance Ministry’s Division for 
Economic Affairs. During the first five months of this 
year, imports amounted to Fmk 95 billion (US$297 
million) and exports to Fmk 84 billion ($263 million). 
Thus, the trade deficit was about Fmk 11 billion ($34 
million), compared with more than Fmk 23 billion 
($100 million) in the same period last year. Between 
the two five-month periods, the volume of imports 
declined by 20 per cent and exports by 10 per cent; 
however, both imports and exports were unusually high 
in the early part of 1957. The considerable decline in 
the volume of imports was due to internal, rather than 
to external, economic conditions. 


The rate of growth of the real national product 
continued to slow down in 1957, and preliminary esti- 
mates indicate that in 1958 the real national product 
will be about 2 per cent less than last year. 

Agricultural production in 1958 is expected to reach 
about the same figure as in 1957, and output by the 
forestry industry is expected to increase by about 4 per 
cent. Estimates for the manufacturing industries, trade, 
and transport indicate a decline of 3-4 per cent, and 
for building activity, a decrease of 7-8 per cent. 


As a result of cuts in production, unemployment has 
increased, and any improvement in the employment 
situation next winter seems out of the question; it is 
feared that conditions may be even worse than last 
winter. In this connection, the devaluation of Septem- 
ber 1957 has not brought the expected relief. 


The situation on the capital market has eased during 
the past half year. In the first five months of 1958, 
deposits of the public at the monetary institutions 
increased by Fmk 19 billion, while loans by the insti- 
tutions showed a relatively smaller increase. There has 
been an appreciable amount of switching of funds from 
the 100 per cent index-tied “A” accounts to the 50 per 
cent index-tied “B” accounts (see this News Survey, 
Vol. IX, p. 214). The monetary institutions have 
endeavored to achieve greater liquidity, and the com- 
mercial banks have made a marked reduction in their 
rediscount indebtedness to the Bank of Finland. 


Early this year, the Bank of Finland began gradually 
to ease monetary conditions. The most important step 
so far has been the relaxation of the rediscount regula- 
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tions at the beginning of May (see this News Survey, 
Vol. X, p. 348). A reduction of the interest rate level 
has been under discussion, but it has not yet been made. 
Money market tendencies have helped to ease the Gov- 
ernment’s cash position, and the general rise in wages 
will have the same effect. 

In conclusion, the survey says that the economic out- 
look can scarcely be described as bright. Production is 
still low, and next winter’s employment problem is a 
cause for anxiety. On the other hand, there are some 
signs that seem to point to a possible rise in productive 
capacity, the capital market position has become easier, 
and deposits have increased. The loans that are being 
granted from export levy funds, together with the ter- 
mination of the export levy system, may also improve 
the economic situation. Such improvement would be 
facilitated if interest rates were lowered. Export mar- 
kets, however, are a factor that lies outside Finland’s 
control, and it is the foreign exchange position which, 
in the last analysis, determines the degree of develop- 
ment of domestic production. 

Source: Hufvudstadsbladet, Helsinki, Finland, July 15, 
1958. 


German Foreign Trade 

Data issued by the Federal Statistics Office show 
that the value of imports of West Germany (including 
West Berlin but excluding the Saar) in June was 
DM 2,462 million, which differed little from the figure 
of DM 2,478 million for June 1957. The value of 
exports in June of this year was DM 2,952 million, 
exceeding by 3.4 per cent the June 1957 figure of 
DM 2,856 million. Compared with figures for 
May 1958, imports rose by DM 69 million, or 2.9 per 
cent, whereas exports declined by DM 61 million, or 
2 per cent. The foreign trade surplus was DM 490 
million in June 1958, DM 620 million in May 1958, 
and DM 377 million in June 1957. 

The value of imports in the first half of 1958 fell to 
DM 15 billion, from DM 15.3 billion in the first half 
of 1957, a decrease of 2 per cent. But since prices 
averaged about 7 per cent less than in the corresponding 
period of 1957, the volume of imports rose by about 
5 per cent. The value of exports in the first half of 
1958, at DM 17.6 billion, was about 1.9 per cent above 
the figure of DM 17.2 billion in the first half of last 
year. The average price of exports was practically 
unchanged; therefore, the volume of exports also rose 
by about 1.9 per cent. The foreign trade surplus for 
the first half of 1958 amounted to DM 2.6 billion, 
compared with DM 1.9 billion for the first half of 1957. 

In its monthly report of June 1958, the Bundesbank 
says that the reappearance of exchange surpluses, which 
had been foreseen, has assumed greater proportions 
than originally expected. The Bank explains this as 
follows: In the first place, the consolidation measures 


adopted in certain countries last winter, under the impact 
of their growing exchange difficulties, have made less 
pronounced progress than originally hoped for. As a 
result, the high level of imports into the countries con- 
cerned has eased less than expected, and confidence in 
the stability of international monetary conditions has 
not been restored sufficiently to put a complete stop to 
the flight into certain currencies regarded as safe, as, 
for example, the deutsche mark. It should be noted, 
however, that some monetary areas, in particular the 
sterling area, do not fall into this category. The devel- 
opment of Germany’s external payments situation there- 
fore continues to show, to a considerable extent, sur- 
pluses that are really only the unavoidable counterpart 
of the deficits which, to judge by past experience, infla- 
tionary tendencies would cause in the balances of pay- 
ments of the countries concerned. The second factor 
accounting for the reappearance of German exchange 
surpluses on a scale larger than expected, the report 
notes, is the surprisingly far-reaching improvement in 
the terms of trade (the result of a marked decline in 
German import prices in the face of firm, and sometimes 
even rising, German export prices). The Bundesbank 
declares categorically that the present circumstances 
should not be overestimated or dramatized; the current 
situation should not be regarded as structural. 

The report declares that the lowering of the official 
discount rate from 3¥%2 per cent to 3 per cent on 
June 26 was a measure taken mainly because of devel- 
opments in the external sector of Germany’s economy. 
The measure should foster further adjustment of the 
general level of interest rates in West Germany to 
those prevailing in foreign countries. 

Sources: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, July 5 and 16, 1958; Neue 
Ziircher Zeitung, Zurich, Switzerland, July 5, 
1958. 


Far East 
India’s Export Drive 


A vigorous export drive launched by the Government 
of India is expected to include easier credit facilities 
for exporters and freight concessions, and the reduction 
or removal of export duties. Export duties on most 
categories of vegetable oils and oilseeds are being abol- 
ished (see this News Survey, Vol. XI, p. 29). Imports 
of certain industrial raw materials, which had been 
prohibited, are now authorized, provided that the 
articles manufactured therefrom are for export. More- 
over, exporters will probably be authorized to retain 
a certain proportion of their foreign exchange receipts 
for the import of essential raw materials. Concessions 
to exporters in respect of direct taxes are under con- 
sideration. 
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During the first quarter of 1958, India’s exports 
amounted to only Rs 1,435 million (US$301 million), 
against Rs 1,637 million ($344 million) a year earlier. 
Imports in the first quarter of 1958 were Rs 2,026 
million ($425 million) , compared with Rs 2,280 million 
($479 million) in the comparable period of 1957. 
Source: The Financial Times, England, 

July 16, 1958. 


Ceylon’s Budget for 1958-59 


Ceylon’s budget for the fiscal year beginning Octo- 
ber 1958, as presented by the Minister of Finance, 
estimates total expenditure of Rs 1,795 million and 
total revenue of Rs 1,311 million. The deficit of Rs 484 
million is expected to be covered by additional taxation, 
including new taxes, to the extent of Rs 284 million 
and ..by increased foreign aid. 

Proposed new taxes include taxes on net wealth, 
expenditure, and gifts; also, for tax purposes, capital 
gains are to be included in income. It is estimated that 
the new taxes will yield Rs 20 million in the budget year 
1958-59, and more when fully operative. The present 
dual taxation of companies will be replaced by a uni- 
form tax of 45 per cent on profits. On distributed 
profits, the rate will be one third on gross dividends dis- 
tributed for resident companies and 45 per cent for 
nonresident companies, plus the existing 6 per cent 
levied in lieu of estate duty. 

The export duties on tea and rubber are to remain 
unchanged. Import duties on a range of luxury goods 
will be increased considerably; these include cars with 
a landed value of Rs 10,000 or more, imitation jewelry, 
fruit products, and luxury goods. 

Source: The Financial 
July 18, 1958. 


Offer by Burma of Rice fo India 


A recent offer of Burma to supply India with an 
additional 30,000 long tons of rice brings to 300,000 
tons the total amount expected to be exported to India 
during 1958. Under a 1956 agreement, Burma was to 
export 500,000 tons of rice to India this year, but 
because of a crop failure the amount was reduced to 
250,000 tons. A few weeks ago Burma agreed to 
export another 20,000 tons to India. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D.C., July 17, 1958. 


Foreign Trade of Viet-Nam 


Statistics on Viet-Nam’s foreign trade during the 
first quarter of 1958 show that imports fell to VN$1,888 
million, from YVN$2,152 million in the first quarter of 
1957, and that exports declined to VN$522 million 
from VN$560 million. Thus the deficit, at VN$1,366 
million, was 14 per cent less than during the first quar- 
ter of 1957. 


London, 


Times, London, 


England, 


This over-all picture, however, conceals several new 
trends in both the geographic and commodity composi- 
tion of trade. The franc area, which had fallen to second 
place as a supplier to Viet-Nam during the first quarter 
of 1957—>providing 26 per cent of total imports—again 
assumed first place in 1958, with 30 per cent of imports. 
Japan, which held only third place in 1957 with 23 per 
cent of imports, became second in 1958 with nearly the 
same proportion of imports, although the value of the 
goods that it sold to Viet-Nam fell by 17 per cent. The 
most striking change was in relation to the United 
States, whose sales of goods to Viet-Nam in 1958 were 
41 per cent less than in 1957; thus the United States 
fell from first to third place as a supplier to Viet-Nam. 

On the export side, the franc area remained Viet- 
Nam’s best customer, absorbing 65 per cent of exports 
against 71 per cent in 1958. This loss in the value of 
exports to the franc area—both absolutely (VN$340 
million against VN$395 million) and relatively—was 
mainly the result of an 85 per cent decrease in the 
volume of rice exports to France; the French overseas 
territories continued to take about the same quantity 
as in 1957. Of importance also was a fall in the value 
of rubber exports to the franc area, from VN$337 mil- 
lion to VN$304 million. Exports to the United States, 
which had been Viet-Nam’s second best customer in 
1957, when it took 21 per cent of total exports, fell 
sharply, and in 1958 amounted to only 1 per cent of 
total exports. This is explained by the almost complete 
stoppage of rubber exports to the United States during 
the first quarter of 1958. Indonesia and Malaya, which, 
combined, took 87 per cent of rice exports in the first 
quarter of 1958, were in second and third places among 
Viet-Nam’s customers, whereas they had ranked sev- 
enth and fourth, respectively, in 1957. 

Rubber continued to be Viet-Nam’s major export in 
1958, although its share in total exports fell to 59 per 
cent, from 82 per cent in 1957, and its value fell by 
33 per cent. An increase in the value of rice exports, 
from VN$37 million to VN$172 million, almost com- 
pensated for the loss of rubber sales. The value of all 
other exports, however, declined from VN$65 million 
to VN$43 million. 

Data on the commodity composition of imports show 
that, on the whole, food imports—especially dairy prod- 
ucts, wheat flour, sugar, beverages, and tobacco—de- 
clined, while the volume of imports of raw materials— 
notably petroleum products and cement—exceeded that 
in the first quarter of 1957. Among manufactured 
goods, textile imports generally decreased, reflecting 
the abundance of stocks on hand and the drive toward 
self-sufficiency in that particular field, which is gaining 
momentum; light metal product imports also decreased, 
in line with a similar policy; imports of machinery and 
electrical equipment were in larger amounts than last 
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year. Chemical imports, including pharmaceuticals, 
were on the wane, but fertilizer imports increased as 
land reclamation proceeded. 


Source: Banque Nationale du Viet-Nam, Bulletin Econ- 
omique, Saigon, Viet-Nam, May 31, 1958. 


United States 


U.S. Business Conditions 


The major indicators of economic activity in the 
United States moved upward in June. The index of 
industrial production, seasonally adjusted, was 130 per 
cent of the 1947-49 average, 2 points above the May 
index. and 4 points above the index for April. The 
production increases in June were largest in durable 
manufactures and in minerals; output of nondurable 
goods rose slightly. Steel mill operations were about 
15 per cent higher than in May. The rise in production 
of consumer durable goods was centered largely in 
television and furniture; automobile production, which 
had risen almost 20 per cent in May, increased only 3 
per cent in June. 

Private housing starts continued to rise in June, 
reaching the seasonally adjusted annual rate of 1.1 mil- 
lion, the highest since the summer of 1956. Nonfarm 
employment, seasonally adjusted, increased by 145,000 
persons, to 50.3 million. Manufacturing employment 
was little changed, but the workweek rose * m 38.6 
hours to 39.2 hours. Unemployment increased by 
500,000 persons, to 5.4 million, reflecting the usual 
entry of summer workers into the labor force. As a 
seasonally adjusted percentage of the labor force, how- 
ever, unemployment fell to 6.8 per cent, compared with 
7.2 per cent in May and 7.5 per cent in April. Per- 
sonal income rose by $2 billion in June, to $351.8 
billion (seasonally adjusted annual rate); this rise 
brought income to within $300 million of the record 
rate attained in the summer of 1957. 


Sources: Department of Labor, Press Release, July 8, 
1958, and Board of Governors of the Fed- 
eral Reserve System, Press Release, July 15, 
1958, Washington, D.C.; The Journal of 
Commerce, New York, N.Y., July 16, 1958. 


Latin America 


Tourism in Mexico 

Mexico’s foreign exchange receipts from tourism 
have increased more than fourfold during the last ten 
years, from $82.8 million in 1947 to $360.7 million in 
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1957, when they were equal to 32.3 per cent of the 
total value of Mexico’s imports. 
Source: Banco Nacional de Mexico, S.A., Review of 


the Economic Situation in Mexico, Mexico, 
D.F., June 1958. 


Foreign Investments in Brazil 


Under Instruction 113, which became effective on 
January 18, 1955, of Brazil’s Superintendency of 
Money and Credit (SUMOC), foreign investors could 
import parts and machinery without exchange cover. 
However, they first had to obtain authorization for the 
investment and then an import license. Through the 
end of March 1958, authorizations for such investments 
totaled $222 million, and import licenses amounted to 
$195 million. To appraise the full impact of this import 
regime on Brazil’s industrial development, it is assumed 
that every $1 worth of imported equipment calls for $2 
of domestic materials. Under this assumption, total 
investment would be $600 million, or about 5 per cent 
of total investment in manufacturing during 1955-57. 
The import licenses issued for groups of industry were 
as follows, in millions of U.S. dollars: automobiles and 
trucks, 44.0; chemicals, 31.2; drugs, 19.7; electrical 
machinery, 15.8; textiles, 15.9; nonelectrical machinery, 
9.4; transportation equipment other than automobiles 
and trucks, 7.8; rubber products, 7.3; other industries, 
44.0. 

With the enactment of Decree 42.820 in Decem- 
ber 1957, Instruction 113 ceased to apply; imports 
without exchange coverage are now regulated by Chap- 
ter V of this Decree. However, the fundamental prin- 
ciples of Instruction 113 were embodied in the new 
legislation. 

Local industry should have received the same bene- 
fits as foreign investors from this import regime, because 
licenses can be issued to Brazilian companies for imports 
without exchange cover when the investment is financed 
by foreign loans, subject to the conditions that annual 
repayments shall not exceed 20 per cent of the original 
loan and that the equipment is for the manufacture of 
goods classified in the first, second, and third import 
categories. However, Brazilian exchange authorities, 
confronted with an acute exchange shortage, have tended 
to be more liberal in regard to applications for imports 
of equipment without exchange cover than to applica- 
tions for imports with deferred exchange cover. This 
has resulted in some Brazilian businesses claiming that 
national industry has been discouraged. 

The largest amount—$102 million—of investment 
under the legislation was from the United States; this 
was three times the amount from Germany, the country 
with the second largest total. 

Total investments authorized during the first quarter 
of 1958 were considerably below the quarterly average 





40 


of $29.8 million for 1957, indicating that the peak of 
foreign capital investment has been passed. Several 
business and economic leaders have predicted a decrease 
for the entire year—especially in U.S. investments— 
because of the economic recession in the United States 
and the falling value of the cruzeiro. 


Source: American Chamber of Commerce for Brazil, 
Brazilian Business, Rio de Janeiro, Brazil, 


May 1958. 


Other Countries 


Australian Wool Sales 


Total wool sales in Australia in the 1957-58 season 
are estimated at approximately 4.4 million bales, realiz- 
ing £A 330-340 million. In the 1956-57 season, sales 
of 4.9 million bales realized £A 482.9 million. At the 
end of the 1957-58 season, values of most types of wool 
were about 32 per cent less than those ruling at the 
close of the previous season. 


Source: National Bank of Australasia, Wool Letter, 
Melbourne, Australia, June 30, 1958. 


New Zealand Guaranteed Butter Price 


The New Zealand Minister of Agriculture has stated 
that the guaranteed price for butter fat in the coming 
season will probably be -approximately 15 per cent 
below last season’s price. For the first 10,000 pounds 
produced by individual farmers, the price will be 32 
pence per pound, with the balance at market realiza- 
tions, probably 28 pence. The Government will make 
£5 million available as a loan in the coming season. 
The dairy industry’s deficit with the Reserve Bank is 
likely to be £12 million after all the produce of the 
last season has been sold. If the present guaranteed 
price were not reduced, there might be an additional 
deficit of £15.5 million. 

Source: The Times, London, England, July 18, 1958. 


Economic Developments in Africa 


The gradual weakening of primary commodity prices 
since 1954 imposed severe strains on the economies of 
all African countries in 1956-57. Interrupted tem- 
porarily by the inventory buying related to the Suez 
crisis, the downward trend in prices continued in 1957. 
The only exception to this trend was in cocoa prices, 
which doubled in 1957, partly as a result of a sharp 
drop in the West African crop. Metals as a group, and 
copper in particular, were hardest hit. 

By increasing their output, coffee producing countries 
in Africa escaped in large measure the adverse effects 
of falling prices. Thus far they have refused to partici- 
pate in the withholding scheme initiated by the major 
producers in Latin America (see this News Survey, 
Vol. X, p. 242). Cotton was marketed by Uganda at 
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prices only slightly lower than in the preceding years. 
In the Sudan, however, prices were maintained at an 
artificially high level during the first ten months of 1957 
and were then sharply reduced to dispose of a large 
carry-over. In North Africa, military spending and 
external investments were instrumental in creating boom 
conditions in Libya and Algeria, but Morocco and 
Tunisia were faced with serious unemployment prob- 
lems. 

The impact of these price developments has fallen 
mainly on the development programs of most African 
countries. While projects already started are being con- 
tinued, often with greater resort to foreign assistance, 
cuts and postponements in development plans not yet 
begun are much in evidence. 

Source: United Nations, Economic Developments in 
Africa, 1956-57, New York, N.Y., 1958. 





United Arab Republic as Fund Member 


On July 16, 1958, the Executive Board of the Fund 
concluded that, following the merger of Egypt and 
Syria into a single state, the United Arab Republic is 
a single member of the Fund with a single quota and 
subject to the provisions of the Articles of Agreement. 
The total number of members of the Fund is there- 
fore 66. 


Fund Transactions 


The record of Fund transactions published in /nter- 
national Financial Statistics, August 1958, shows that 
in May Cuba repurchased the equivalent of $25 million 
from the Fund; the Fund’s holdings of Cuban pesos 
were thus reduced to 75 per cent of Cuba’s quota. 


Reappointment of Mr. Garner as President of IFC 


The Secretary of the International Finance Corpora- 
tion announced on July 25 that the appointment of 
Robert L. Garner as President of the Corporation has 
been renewed by the Board of Directors of the Corpo- 


ration for a further period to extend to October 15, 
1961. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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